T,HEJQ&A DISTRICT COURT FOR POLK COUNTY
ARGt

R

STATE OF IOWA ¢ex T¢Ik ) Equity No.
THOMAS J. MILLER, ) :
ATTORNEY GENERAL OF IOWA, )
- 99AG25112, )
| )
)
Plaintiff, )
) .
V. )
HOUSEHOLD INTERNATIONAL, INC.) CONSENT JUDGMENT
a Delaware corporation, ) ,
)
Defendant. )
)

Tt appearing to the Court that Plaintiff Stgte of Towa ex rel. Thomas J. Miller; Attorney |
General of the State of Towa (“the State”) and Defendant Household International, Inc., on behalf
of itself, its direct ahd, indirect subsidiaries, afﬁliates, officers, directors, employees, agents,
related entities, successors, and assigns (collectively, “Househdld”) haVé re;solvgd the matters in
controversy between them and, pursuant to Towa R. Civ. P. 1. 958, have consented to the terms of
this judgment, the Court hereby enters this Consent J udgment, as follows:

1. DEFINITIONS

For purposes of this Consent Judgment, the followiﬁg Definitions apply:

A. “Annual Percentage Rate” or “APR” means the measure of the éost bf credit
expressed as a yearly rate, calcuiated according to the provisions of the federal Trﬁth—in—Lending
Act, 15 U.S.C. § 1601, et seq., and the regulations promulga{ed thereunder. |

B:.’ “Balloon Paymen " means a schéduled final payment that is more than twice as large

as the average of earlier scheduled monthly payments.
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C. “Potential Borrower” means an individual who is seeking or receiving information
about real estate secured credit from Household. -
‘D. “Borrower” means an individual who has consummated with Household areal estate
secured loan transaetion. o
E. “Closing” means the process during Which a Borrowe: executes a note and security
instrument regarding a lien on real property that is subject to a mortgage loan.' :
F. “Consent Judgment” means any binding and enforceable judgment or other final
- agreement regarding the Lending Practices for the vCovered Transactions between the Settling
States and Household, whether judicial or administrative, styled as appropriate under each State’s
law.

G. “Covered Transactions” means the real esi:ate secured loans, including Personal

Homeowner Loans, and also includes those ﬁnsecured Live Check loans which were paid off
~with the proceeds of a Household real estate secured loan, originated by Household’s retail
lending branches during the period January 1, 1999 through September 30, 2002.

H. “Discount Points” means points paid by the Borrower at the time of origination of a
fnortg_age loan for the purpoée of reducin.g the interest rate or time-price differential applicable to
the 'ioan.

L. “Home Equity Line of Credit” or “HELOC” means an open-end line of credit, as
defined in Truth in Lending Regulation Z, 12 C.F.R. § 226.2(a)(20), that is secured by real estate.

J. “HOEPA’; means the feeleral Home Ownership and Equity Protection Act, 15 U.S.C.
§ 1639, including ‘subsequent amendments. | o

K. “Live Check” means an unsolicited negOtiable check delivered by Heuseheld to‘ a

- consumer Who'may receive an unsecured loan by negotiating the check.
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L. “Open-end Credit” mearts an open-end line of credit as defined in Regulation Z, 12
C.F.R. § 226, including subsequent amendments.

M. “Personal Homeowner Loan” means the Household real estate seeured loan product
that is underwrittén in 2 manner similar to‘unsecureti loans.

N. “RESPA” means the federal Real Estate Settlement Procedures Act of 1974, 12
U.S.C. § 2601 et seq., and Regulation X, promulgated ‘pursuant thereto, 24 C.i?.R. § 3500, |
ineluding su‘t)sequent amendments. |

O. “Settling States” means the States or Commonwealths, including the District of
Columbia, that ﬁle,_ on or before December 16, 2002, fully executed Consent Judgments
resolving with Household the matters set forth ﬁerein. |

'P. “Subordinate Loan” tneans a loan secured by a lien on real property that is subject'to

one or rﬁore prior Hens on the same real property. |

Q. “TILA” means the federal Truth-in-Lending Ac‘t, 15U.S.C. § 1601 et seq., and
Regulation Z, promulgated pursuant therete, 12 C.F.R. § 226, including subsequent amendments.

IL. STIPULATED RECITALS

1. Defendant Household International, Inc. is a DelaWare corporation headquartered
in Prospect Heights, Ilinois. |
| 2. In the ordinaryvcourse of business, direct or indirect subsidiaries of Household
Finance Corpor’atiori, a subsidiary of Household International, Inc., have negotiated and entered
into Covered Transactions with Borrowers.
| 3. State attorneys general and state financial regulators in this state and in other
states received and investigated eonsumer complaints, and conductect examinations concerning

- the Covered Transactions. Those complaints, investigations and examinations related to
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Household’s conduct with respect to the following lending practices (collectively, “the Lending

Practices”):

A.

Two real estate secured loans made at or near the same date to the same

Borrower (i.e., “split loans™),

Loan points and origination fees,

B
C. ' Interest brates, _
D Monthly payment amounts,
E. Single premium credit and other insurance products,
F. Prepayment penalties,
G. Live checks,
H. Home equity lines of credit,

| L. Loan billing practices relating t(; simple interest calculations,
J. Balloon payments, |
K. Payoff information,

‘L. Non English language documeﬁtation, and
M. - Net tangible benefit in loan refinancing.

4, Based upon these investigafions' and examinations in this and other statés, the

State has contemporaneously filed a petition alleging that Household violated Iowa Code §

714.16, the Iowa Consumer Fraud Act in connection with the Lending Practices for the Covered

Transactions, and is seeking injunctive and other relief (“the Petition”).

5. Household denies these allegétions and has indicated that it would vigorously

defend any attempt by the State to assert any claim based on the states’ investigations. The State

-and Household recognize that any litigation would be protracted, and the result of the litigation
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would be uncertain.

6. In the interest of resolving the complaints, investigations and examinations in this

and/or in other states, the parties entered into an agreement in pfinciple dated Octdber 9,2002
(“the Agreement in Principle”), which provides for ;:nt_ry of this Consent Judgment.

7. | The parties’ agreement to enter into a Consent Judgment was contingent upon
settlément‘ with states representing at least 80% of the dollar volume of real es’tate secured loans
originated by Household’s retail lending branches between January 1, 1999 and September 30,
2002. This contingency has been satisfied because stﬁtes filing fully execufed consent judgments
on or prior to Decembgr 16, 2002 constitute at least 80% of that dollar volume.

8. Houséhold and the State have waived their right to appeal from this Consent
Judgment and have eﬁtered into this Consent Judgment voluntarily and state that no pfomises of
any kind were ma_de to enter into this Consent Judgment, except as provided herein. |

9. The State and Household have agreed on a basis for the .settlement of the Petition
and stipulated to entry of this Con'sent J ’udgmentv between the parties without trial or the
adjudication of the vafidity of any alleged issue of ‘law or fact.

10. - Household Intematioﬁal, Inc. is a Delaware _corporation which asserts as follows:
that it appears hereiﬁ in order tOVEIISSl.ll‘C and guarantee the enforcement ofrthe obligations of'its
various direct and indirect subsidiaries which are parties hereto, and further for the purpose of
satisfying and accompliéhing this Consent Judgment; that its appearance sﬁall not constitute or

’ be construed as a general submiésion to the jurisdiction of this state for any other purpose; that
Household Internétibnal, Inc. is and will be subject to this Court’s jurisdiction for purposes of
enforcement of this Consent Judgment only, and acfs or cdnduct, if any, of Household

- International, Inc. in executing, fulfilling, or assisting in the fulfillment of this Consent Judgment
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shall not constitute a submission to this Court’s jurisdiction for purposes other than the
enforcement of this CQnseht Judgment. Household agrees to venue in Polk County, Iowa for the
purpose‘ of satisfying and accomplishing this Consent Judgrnenti

11. The St_ate’s Petition in this matter sta.tes claims upon which relief could be granted
underlthe provisions of Iowa Code § 714.16(7).

12.  The State and Household agree that ali information provided by Household to the
State, the Administrator or the Monitor; incliding the Monitor’s Reports, in connection with this
Consent Judgment or the invéstigations or ¢xaminations referred to in Paragraphs 3 and 4 of ;the
Stipulated Recitals of this Consent Judgment is information provided in connection with an
investigation or an examination of a financial institution or in settlement discussions. A

13. Household and the State agrée that thé relief set forth in the éonsent Judgment,
including the lamo_lvm‘t of restitution and the injunctive relief, is a fair and reasonable settlement
for the claims alleged by the State. |

IIL. ORDER

NOW, THEREFORE,_ based upon the advice and stipulation of the parties, and good

cause appearing, | |
T IS HEREBY ORDERED, ADJUDGED, AND DECREED, AS FOLLOWS:

1. Upon agreemeﬁt of the parties, the Court hereby enters this Conseﬁt J udgment.

2. The Court shall retain jurisdiction to enforce the terms and c’onditions of this
Consent Judgment.

3. Fof purposes of the relief set forth in this Consent Judgment, the Effective »Date ‘
shaH be deemed to be December’16, 2002. - |

RESTITUTION -
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4, Settlement Fund.

A. For certain Settling States, Household shall ‘pay restitution in an amount
determined in this Paragraph into rhe California Attorney General’s Liﬁgation Deposit Fuan;
which is an interest—bearing trust _accoﬁnt administered by the Office of the California Attorney
General (“the California Settlement Fund’_’). The total amount of Household’s combined
payments into the Cval‘ifornia Settlement Fun_d, together with Household’s péy;nents to other
settlement funds of Settling States not participating in the California Settlement Fund, shall be a
minimum total of $3 87,500,000 for Settling States representing 80% of the vdollar volume of the
Covered Transactions. If Settling States representing more than 80% of the dollar volume of the
Covered Transactions enter a Consent Judgment, Household shall increase the combined amount
of Household’e payments into the C,aliforhie Set_t_lement Fund, together With.Household’s
payments to other settlement funds of Settling States not participating in rhe California
Settlement Fund, to a maximum am(.)unt.of $484,000,000.

B. The State’s share of the Calirfornier Settlement Fund shall be $1,490,750, plus any
1interest earned on that arrlount. The State shall use its share of the ’Settlement Fund solely to
provide restitutren to Borrowers or'to pay those administrative costs not directly paid by

| Household, as set forth in the Settlement Administration sectiorl below. The State shall _have sole
discretion4 to determine the manner in which it vs‘/ill provide restitution for the Lending Practices
to Borrowers who had Covered Transactions, including criteria for choosing which Borrowers
shall receive any restitution and the amount to distribute to each. The State will determine its _
own criteria. for allocating restitution and other relief to a broad number of Borrowers. The
restitution awarded under the terms of this Consent Judgment is not and shall not be eonsidered

- as forgiven debt. Should there be residual funds remaining after initial distribution to Borrowers .
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and. payment of all administrative costs and expenses, such funds shall be distributed to
Borrowers and .éhall hot revert to the State, except fhat the State shall determine how to use any
funds that are associated With un-,negotiated_ éettlement checks in accordance with state law.

C. Household shall ﬁ'md- the Cal-ifor'nia Settlement Fund in three equal
installments. The amount‘ of each of the thiee installments shall be one-third (1/3) of the
combined amount to be deposited for all Settling States participating in the C;Hfomia Settlement
Fund. The first deposit shall be on or before January 15, 2003. The second deposit shall be on or
before F ebruary 14, 2003. The third and final deposit shall be on or before March 17, 2003. The
State shall send Written notice to Household acknowledginig receipt of the full amount of the
funds to be deposited by Household under this Paragraph after receipt of the third and final
payment. | | |

D. All monies, includiﬁg interest income, in the California Settlement Fund
shall be held in trust for the purpdses stated in this Consent Judgment. Houséhold shaﬂ have no
property right, interést, claim, or title to the monies in the California Settlerﬁent Fund or any
interest earhed thereon once they are deposited to the California Se;ctlement Fund B

"E.  The California Settlement Fund is intended for restitution to Borrowers
affected by the Lending Practices for the Covered Transactions, and for payment or
reimbursement of administrative expenses‘that are not covered by Hoﬁsehold under Paragraph 28
of this Consent Judgment, and does not include bany moniés for fines, peﬁalties or punitive .
damages..

F. The State may apply some or all of its share of the California Settlement
Fund to purchase releases of open-end second liens on split loaﬁs currently outstanding with

- Household where a first real-estate secured loan and an open-end second real-estate secured loan
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were made to the same Borrower within a 90 day period énd secured by the Borrower’s

residence. The release from the open-end second li‘en may be purchased from Household on the

_ basis of the formﬁlae provided by Household to the Settling States. Such formulae will furnish
the Settling States‘ the ability to obtain the fe’ie‘asé ot-“ the aforementioned liens for Borrowers on
either an individual basis or as a group, depending on the Settling State’s criteria for aﬂocating
festitution and othér réli‘ef to Borrowefs. , |

| G. The Office of the California Attorney General shall distribute rﬁoney from

the California Settlement Fund to the Administrafor selected pursuant to Paragraph 28 on the
re.quest of the State. The State shall request that the Office of the California Attomey General
‘disburse funds from the California Settlément Fund to the Administrator by letfrer. from Thomas
J. Miller, Attorney General of Iowa, or the person designated to receive notices for the State in
Paragraph 41. The amount of the disbursement shall be the State’s share of the California
Settlement Fund, Which is $1,490,750 as provided in Subparagr.aph‘4.B, plus interest earned
through the date of the disbursement. Interest earned on the State’s share of the California
Settlement Fund shall be in proportionv to the Sfété’s percentage share of the California
Settlemeﬁt Fund so that the funds deposited for each: State shall earn the same rate of interest for
money in the California Settlement Fund held durihg the same period.

H. | The California Settlement Fund is intended to be a qualified settlement
funds within the meaning of Treasury Regulatio‘ri Section 1.468B-1 o‘f the U.S. Internal Revenue
Code of 1986, as amended. |

5. Prepayment P.enaAltj/ Rélief Household shall within 60 days of the Effective Date
_notify Borrowers of its unilaterai amendment of the prepéyment penalty provisions of all real

- estate secured loan agreements which were closed at its retail lending branches nationwide
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during the period from J anuary 1, 1999 to September 30, 2002 and remain outstanding as of the
Effective Date, to state that prepayment penalties are not payable after 24 months after
origination, notw1thstand1ng any provisions settlng forth a longer period Household warrants
and represents that to the best of its knowledge Household has ownershlp, serv1c1ng or other
rights sufﬁc1ent to effect such a change for all loans closed during the perlod J anuary 1, 1999
through September 30 2002. If Household closed any such loans after January 1, 1999 or before
September 30, 2()02'for which it lacks control as of the Effective Date to make such change,
Household shallv:
A. Provide full restitution‘ of the amount of the prepayment penalty to
Borrowers who incur a prepayment penalty more than two years after the date the loan closed;
and |
B. Provide a notice, in a form rnutually agreeable to the Settling States, to all such
Borroizvers informing them of their 'right.to this eompensation. The relief provided in this
Paragraph is separate from and in addition to the Settlement Fund.
INJUNCTIVE RELIEF

Household is hereby enjoined, pursuant to Towa Code § 714.16(7), solely in connectiont
with the real estate secured retail braneh-based operations of its. consumer lending business of its.
subsidiaries Household Finance Corporation and Beneficial Corporation, operating under the
brand names HFC and Beneﬁciai, Or any successor names or corporations or other successor
business entities, or its future acquired or established corporation_s or other business entities
engaged in similar real estate secured retail branch-based consumer lending activities (allowing
reasonable time to confom such acquired business to the terms of this Inj unctive Reliet), as

: follows:
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6. Loan Fees. Household shall not charge lender fees of more than five percent (or
five points) of the loan principal to originate a real estate secured loan, whether in the form of
loan origination charges, Discount Points, ér both. Household may charge other lender fixed fees
at origination that are reasonable, relate to the origiﬁation of the loan and are allowed by state
1a§v. Housghold shall comply with fhe deﬁnitJioh of bona fide Discount Points in the State’s law,
if any. This Paragraph shall be in force for a pc;riod of three (3) years from th;Effective Date.

7. Rates and Point Options Disclosed. Whenever Household offers Discount Points
in connection with a real estate secured loan, ﬁousehold shall provide written disclosure to
Potential Borrowers at the earliest péssible date of the interest rates available fo the Potential |
Borrower and the corresp'onding. Disqount Points available to buyv down the interest rate (e.g., “1
point = X reduction in interest rate”) in a form to be agreed upon. by the parties.

8. Good Faith Estimate. | For all broposed real estate secured loan transactions, as set
forth in RESPA, Household shall ﬁrovide to Potential Borrowers, by delivering it by hand or
mailing it nét latér than three business days aﬁelr the Potential Borrower’s application is received
or prepared, a good faith estimate (“GFE”) of charges that the Potential Borrower is likely to
incur in connection with Closing the loan. All charges disclosed by Household in the GFE shall

‘bear a reasonable relationship to the charge the Potential Borrower is likely to pay at Closing,
‘based upon Household’s knowledge and experience regarding such charges, the total loan
amount applied for by the Potential Borrower, and any other considerations. The fees disclosed
in the GFE shall not vary from the actual fees charged by more than 10%; providgd, however,
that Household shall be bound to any smaller variance required by law. If the actual fees to be
paid at Closing are .greater than the total amount of feés disclosed on the GFE by more than 10%,

- Household shall re-disclose the GFE, except where the increase is the result of an increase in the
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amount originally applied for by the Potential Borrower.
9. - Representations Regarding Interest Rates and Loan Terms. Household shall
represent ifs loan terms in an accurate and non-deceptive manner. In particular:

" AL Household shall not make oral or written representations about rates other
than the contract rate and the true Annual Percentage Rate. For example, Houéehold may make
no “effective” rate or “blended” rate comparisons unlésa thé applicable federari'law requires such
a calculation to determine the true Annual Percentage Rate.

1. “Effective Interest Rate”. Household shall not represent to any
Potential Borrower that his or her loan has an “Efféctive Interest rate” or any similar term. For
»purpo,ses of this Paragraph, “Effective Interest Rate” shall mean any interest rate, Vother than fhe
contract rate or APR, including a rate of interest that is calculated baséd on the amaunt of
7reduced loan interest costs which a Potential Borrower may realize if the Potential Borrower

elects to aacelerate repayment of the loan or is peﬁnitted to deduct the loan interest payments
from federa1 or state'incomev taxes.
2. “Blended rate”, Household shall not make misleading oral‘or

written representations comparing “blended” interest ratés purporting to comb“ineb the rates on a
Potential Borrowers’ multiple existing loans which may be consolidated in‘the transaction with
Household’s proposed rate. Nothing in this Consent J /udgment shall prohibit Household from
disclosing ifs own proposed APR as a “blendedf’ or “composite” rate when that is required by the
Truth in Lending Act or state equivalent.

B.  Household shall not make repreéentations about accelerated payment plans .
without accurate and clear disclosure of the manner in wﬁich the accelerated paymeht plan wofks

- (L.e., that any accelerated amortization of the loan only occurs by the Borrower making extra or
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larger payments).

C. - Household shall not make representations about anticipated interest
savings available under a bi-wéekly payment plan when the plan is actually semi-monthly, unless
‘thé ‘amount of the semi-monthly payment creates the-: anticipated iﬁterest savings.

D.  Household shall not unilaterally convert customers from l;i-weekly
péyments to semi;monthly payrhents.

E. Any comparisons of current and proposed interesf 'ratgs, monthly
. payments, and total loan costs by Household' shall be predicated upon accurate, non-deceptive
and clear comparisons.

1. - Comparisons of the rhonthly payments shall exclude taxes and
insurance from the Potential Borrower’s current moﬁgage loan, if the Potential Borrower’s
current mortgage loan escrows those payments and Household does not escrow those payments.

| Ho%vever, if Household escrows taxes and insurance in its monthly payment and the Potential'
Borrower’s current mortgage loan does not escrow those payments, comparisons of the monthly
payments shall include an estimate éf the taxes and insuraﬂée for the Potential Borrower’s
current mortgage loan.

2. .Total loan points and lender origination fees to be Qharged by
Household will be included in any comparison of monthly payments and total loan cost.

10. Contemporaneous Secured Second Loans. Houseﬁold shall not make a
Subordinat§ Loan secured by property within 90 days of r.naking.a‘ first lien mortgage loan
secured‘by'thfc sarr}e property; provided, ﬁowever, this prohibition shall not apply when the first
lien mortgage loaﬁ is‘ a purchase fnoney mortgége loan. |

11. Unsecured Side Loans.
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A.  Household shall not make an unsecured side loan to any Potential
Borrower, except in the following circumstances: |

1. The Potential Boﬁower a‘svsents and agrees to accept the real estate
secured loan and t_he unsecured loan; _

2. The unsecured loan provides a benefit to the Potential Borrower;
and

3. The unsecured loan is not triggered by the Potential Borrower’s
need to pay Closing costs or lender fees relat'ed to the real estate secured loan.

B. | If Househoid approves the Potential Borrower’s application for a real
estate securéd loan for an amount lower than that for which fhe Potential Borrower‘applied,
Household may offer an unsecured loan with the real estate secured loan if and only if Household
makes a counteroffer to the Potential Borrower of a lpan amount where the counteroffer consists
of a real estate secured loan and an unsecured loan.

C. When areal estate secured loan and an ﬁnsecured loan are Closed with the
Borrower on the same day, Household shall take reasonable steps to ‘c:nsure that th¢ Borrower
unders‘tandé'that there are two separate loans, including:

1. Ensuring that the loan documents are executed in separate
trans‘ac’_cions at Closing;

2. Confirming the Borrower’s understanding that there are two
separate transactions at Closing by obtaining ackpgwledgment, iﬁ writing, that the Borrower was
advised by Household prior to Closing that the Borrower wouid enter into twd separate loans;
and

3. Ensuring that an Indeperident Loan Closer will conduct each loan
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Closing.
12. Balloon Payments.
A. Household shall provide awritten disclosure in the form Substantially similar
to EXhibﬁ “A” attaphed hereto, and wilich shéll stat;a:
1. The amount of the minimum monthly payment;
2. The amount of the Balloon Payment that will resui't from the Borrower
making only the minimum monthly payments; |
3. The amount of the ‘monthly payment ﬁecessary .to avoid a Balloon
Payment at therend 'of the scﬁeduled loan term; and
~ 4. That the information and amounts provided in thé_ disclosure assume
that: 7
a. The Borrower takes no further advances under the line of credit;
b. The Borrower makes all payments in a timely manner; an<.1‘
c. The interest rate on the line of credit is nbt .changed.
B. Prior to Househoid’s irﬁplementation of the written disclosure described in
Paragraph 12(A), Household shall providé abwritten disclosure to all Potential Borrowers who
apply for a HELOC within three days of suBmiﬁing an applicatioh that states that, if a Borrower =
makes only the minimum monthly payments required under the HELOC, (1) the Borrower will
not pay off the initial advance on the HELOC‘vby the end of the Schedﬁled term, and (2) the
Borrower will be obligated to make a Balloén Payment at the end of the scheduled loén term.
13. C’anceling HELOCS. Houééhold sh.all‘permit Borrowers to cancel énd términate a
. real estate sécured Cpen—end Crédit at any timé. Household shall adequately disclose to

- Borrowers the procedure it requires to cancel and terminate any real estate secured Open-end
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Credit.

14, Independent Loan Clqser. Househdld shall revise its real estate secured loan
Closing proéeduré in its branch offices to includé use of an “Independent Loan Closer.” The
Independent Loan Closer may be a third party or aﬁ —employee of Household so long as the
Independent Loan Closer does not report to Household’s sales management and the Independent
Loan Closer’s compensation is not based on the tefms of the loan. Further, a ;rloﬁsehold
erriployee serving‘és an Independent Loan Closer shall not be compensated based upon the
volume of loan Closings.

. 15.  Prepayment Penalties. Subject to Paragraph 37:
A lHousehold may not Ven"[er into any r¢a1 estate secured lqan agreement under
Which a prepayment penalty is imposed on é Borrower (“Prepayment Loé.n”) unless Household
disclos‘es tothe Potential Borrower, in writing within three days of the submiésion of the application:
1. That the Borrower may be eligible for a real estate secured lpan that
does not contain a prepayment penalty (“Non Prepayment Loan”);
2. The interest rate differential between a Prepayment Loan and a Non
Prepayment Loan, if such loan is available;
| 3. The c;ircumstén‘ces which would trigger the imposition of a prepayment
penalty on the proposed Pr’epéyment Loan; and
4. The ﬁaximum dollar émount of the prepayment penalty that could be
imposed on the proposed Prepayment Loan, based upon the amount applired fdr.
B. “ Household shall not charge aprepayment penalty on areal estate secured loan
if the existence 6f the pe’f}alty was not fully and timely disclosed in accordance Wi:’[h ‘thi‘s Paragraph.

| V'C. No Household real estate secured loan shall contain a prepayment penalty term
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greater than 24 montils from the date of loan origination.
D. Household shall calculate all prepayment penalties in accordance with state
law. For any real estate secured loan, if the state law is silent on the method of calculation of a
prepayment penalty, the prepayment penalty shall b:e calculated on the amount outstanding at the
tim¢ of prepayment.
16.  Net Tangible Benefit. Household shali not enter into any real ::state_ secured loan
that doés not providé a net téngible benefit to the Borrower, i.e., a loan that does not result in a
monetary benefit to the Borrower, taking into consideration the totality of the cifcumétances,
including, but not limited to, the loan product and the rBor’rower’s stated loan objeptives,
repayment ability, current and expected inco@é and current obl‘ibgations.r
17.  Repeat Refinancing. Household shall not charge loan Discount Points or
origination points and fees (other than tﬁird party fees permitted by the applicable>state, law) on
‘thev original lban 'amount of any real estate secured'vloan used to reﬁﬁanc'e an exi‘sting real estate
secured loan owned Ey Household or by any lehding subsidiary of Household that was originated |
or reﬁr;anced within 12 months of the current refinancing; provided, however, that Household |
may refund all lender origination points and fe’es and Discount Points paid byAthe Borrower on
the original loan amounft‘ and charge origination points and fees or Discount Points on the total
amount of the new r_ceal estate secured léan if the points and fees paid on the ériginal loan amount
are equal to, or exceéd, the éoints and fees to bé charged on an equal amount for the new loan.
18. Credit Insurance Sales.
‘A.. ~ Household shall hot sell or finance any single premium credit insurance on
real estate secured loans. | |

B. Household’s operational systems, training, and scripts shall direct account
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executives of Household to disclose monthly loan payments without the monthly cost of credit
insurance before disclosing the monthly loan payment wiz‘h‘ the monthly cost of credit insufance.
‘Household shall establish procedures so that its employees fully explain credit insurance .
coverage and discioée that all credit insurance prodﬁcts are optional._

C. On gach monthly account statement provided to a Borrower for a real
eétate secured loan, Household shall separately identify the amQunt of the mo;thly credit
insurance premium that the Borrower is paying. |

19. “Live Checks”.

A | ' Household shall not, directly or indirectly inail or send Live Checks to any
Potential BonoWer ﬁnléss such checks contain the following disclosure in 12 point face bold type,
on the front and back of the check, unless otherwisé required by applicable law: “Signing this
check will reéult in a loan that must be repéid'with interest and fées.” Household will include
“and fees” language on the check onl}‘fvif fees arev charged in ’conng'ction with the loan.

B. Ho.u'sehold shall not create or issue any Live Check products that contain a
prepgyment penalty. |

20. Billing Statement Practices.

A. On a one-time basis, Household shall allocate all interest short amounts
existing on the Effective Date in its real estate sééured, closed end simple interéét loan portfolio into
a Deferred Intérest Account.

B. The amouﬁt of deferred i'nterest‘and any interest short as of the date of the last

, payﬁient shall be -disclosed on the Borrower’é mqnthlyv billing stafement.
- C. | Household shall continue to allocate intefest short to the Deferred Interest

- Account no less often than on a quarterly basis eXcept. to the extent that a full payment (or
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equivalent) must be made in the quarter for the reallooation to occur. Household shall separately
provide the Settling States with its definition of "equivalent" payment, and any revised definition.
~ Such information shall be deemed proprietary and confidential.
| D. Borrowers shall rernain l_iable for repayment of the deferred interest.
E. Household agrees that it will iequire third-party purchasers or servicers of
Household loans to service the loans in accordance with this Paragraph. ’-
F. Household shall not change a Borrower’s payment date without disclosing the
new paynient date and obtaining the Borr,ower’sconSent.
21.  HOEPA Disclosures.
A. “HOEPA Loan” means a loan that is subject to the provisions of 15 U.S.C.
- §1639, as defined by 15 U.S.C. § 1602(aa). | |
B. : Household shall developsystems and reasonable safeguards to provide
HOEPA disclosures on all HOEPA loans, including notice of right to rescind.
22.  Best Rate Available. Household shall piovide Borrowers with the lowest 